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Attn: Legal Assistant
20701 Cooperative Way
DuUes,VA 20166

Dear Sir/Madam:

September 14, 2015

Re Kenergy Corp.
KY065-A-9014

fieceived
^^^ 28 2015

I am counsel to Kenergy Corp. ("Kenergy").

Enclosed you will find;

1. A copy of the Kentucky Public Service Commission's Order approving the
subject financing.

2. Both original counterparts of the Loan Agreement fully executed by Kenergy.

3. My original opinion of counsel.

4. A copy of each notice of refinancing of notes.

5. The certificate of resolutions and incumbency.

6. A copy ofthe Kentucky Secretary ofState's acknowledgment ofthe filing ofthe
UCC-1 Financing Statement.

In addition, Ranyer Bravo had asked for copies of Supplemental Mortgage dated
August 18,2004; Supplemental Mortgage dated September 1,2005; Supplemental Mortgage dated
November 3, 2008 and Supplemental Mortgage dated June 21, 2010.

In addition, we noted some typographical errors on the spreadsheet of historical
recordings in each county. The October 6, 2004, mortgage in Webster County, Kentucky was
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recorded on October 8, 2004 and is at page "733" not "233" as currently stated. The January 15,
2009, mortgage in Livingston County is at page "326, not page "236."

and Kenergy.

Please notify me at once if there are any irregularities in what is enclosed.

We appreciate the patience and cooperation ofyour office in working with our firm

Respectfully,

J. ChristopherHop /d



In the Matter of:

COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

APPLICATION OF KENERGY CORP. FOR

AUTHORIZATION TO BORROW $27,814,894
FROM CFC AND EXECUTE NECESSARY NOTES

AND TO PREPAY RURAL UTILITIES SERVICE

TREASURY NOTES OF THE SAME AMOUNT

ORDER

CASE NO.

2015-00191

On June 19, 2015, Kenergy Corp. ("Kenergy") filed its application seeking

Commission authority to execute a note to National Rural Utilities Cooperative Finance

Corporation ("CFC") in an amount up to $27,814,894.^ Kenergy intends to use the

proceeds from the CFC loan to refinance and discharge part of its indebtedness to the

Rural Utilities Service ("RUS"). Due to the lower interest rates offered by CFC, Kenergy

projects a lifetime cash flow savings of approximately $6,731.398^ over the life of the

loan by refinancing $27,814,894.

As of April 30, 2015, Kenergy's outstanding balance of RUS debt was

$111,492,438.65.^ The outstanding RUS balance consists of debt with interest rates

varying from 0 to 5.125 percent. Kenergy also has outstanding long-term debt with CFC

and CoBank, ACB ("CoBank"). Its outstanding balance of CFC debt is $968,699.86,

^Application at numbered paragraph 7.

Id. at numbered paragraph 13.

^Id., Exhibit 1, AttachmentA.



with an interest rate of 2.20 percent.'' Kenergy's outstanding balance of CoBank debt is

$19,811,041.15, with interest rates varying from 2.08 percent to 5.36 percent.^

Of its total outstanding RUS debt. Kenergy proposes to refinance 12 RUS loans

in the aggregate amount of $27,814,894, with interest rates varying from 4.47 percent to

5.13 percent under the CFC program.® The refinancing of the RUS secured debt is

permitted by RUS under Article 11, Section 2.02, of the RUS Mortgage. CFC's offer

to refinance the RUS notes at a fixed interest rate of 4.11 percentexpires November

9, 2015.^ in its application, Kenergy stated that the closing date was scheduled for

October 2, 2015,® and to facilitate closing the new loan by that date, Kenergy has

requested an order by September 25, 2015.® On August 7. 2015, Kenergy filed a

notice informing the Commission that RUS had established a closing date of

October 21, 2015.

Kenergy proposes to execute one note in conjunction with the borrowing from

CFC at a fixed interest rate of 4.11 percent.'® The new CFC note will be amortized for a

period of 22.5 years," and the principal repayment schedule will be slightly less than

'Id.

^ Id.

Application, Exhibit 2, Attachment B at 2. In paragraph 8 of the application, Kenergy indicated
that it expects the actual payoff to be very close to $27,814,894.

' Seecover letter accompanying Kenergy's application.

®See Kenergy's Response to Commission Staffs Informal Conference Information Request
RUS has informed Kenergy that the first available closing date is approximately October 15, 2015.

^Seecover letter accompanying Kenergy's application.

Application at numbered paragraph 7.

" Kenergy's Response to Commission Staffs Initial Request for Information ("Staffs First
Request"), item 1.
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the consolidated principal payments of the refinanced RUS notes.The weighted

average life of the new CFC note will be 12.56 years, which is slightly less than the

weighted average remaining life of the RUS notes selected for refinancing of 14.69

years.Kenergy provided a cash flow analysis which indicates it would save

$6,731,398 over the life of the proposed loan. '̂' The net present value of the cash flow

savings was provided as part of the analysis prepared by CFC for Kenergy. CFC

determined that the fixed interest rate would result in a positive net present value cash

flow of$2,849,389 at an effective interest rate of 3.85 percent.^^

The Commission has reviewed the proposed refinancing and finds Kenergy's

proposal reasonable. Kenergy has determined that it can refinance a portion of its RUS

debt at a lower effective interest rate and experience cash flow savings over the period

of the loan. The Commission commends Kenergy for taking advantage of the financing

alternatives available to it, thereby securing savings for itself and its member-

consumers.

The final amounts of the RUS payoff and the new CFC loan will not be known

until the refinancing transaction is finalized. Therefore, Kenergy should provide the.

Commission with the exact amount of the new CFC loan within ten days of finalizing the

transaction. In addition, Kenergy should provide an updated version of Exhibit 2,

Application, Exhibit 2, Attachment B at 3.

Kenergy's Response to Staffs First Request, Item 1.b.

Application, Exhibil 2, Attachment B at 3.

Kenergy's Response to Staffs First Request, Item 3.b.
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Attachment B, page 3, of its application reflecting the cash flow analysisof the new CFC

loan.

The Commission, after consideration of the evidence of record and being

sufficiently advised, finds that:

1. The loan from CFC is for lawful objects within the corporate purposes of

Kenergy, is necessary and appropriate for and consistent with the proper performance

by the utility of its service to the public, will not impair its ability to perform that service,

is reasonable, necessary, and appropriate for such purposes, and should be approved.

2. Kenergy should execute its note as security for the proposed loan in the

manner described in its application.

3. Within ten days of finalizing the refinancing transaction, Kenergy should

notify the Commission in writing of the exact amount of the new CFC ioan. Kenergy

should include with the notice an updated version of Exhibit 2, Attachment B, page 3, of

its application reflecting the savings based on the actual amount of the new CFC loan.

4. Within ten days of the execution of the new CFC loan documents,

Kenergy should file with the Commission three copies ofthe loan documents.

5. The proceeds from the proposed loan should be used only for the lawful

purposes set out in Kenergy's application.

6. The terms and conditions of the new CFC loan should be consistent with

the CFC refinancing program as described in Kenergy's application.

IT IS THEREFORE ORDERED that:

1. Kenergy is authorized to borrow from CFC up to $27,814,894, but no more

than the total amount needed to pay off the RUS notes proposed to be refinanced as
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identified in the application. The loan maturity date and interest rate shall be in

accordance with the CFC refinancing program as described in Kenergy's application.

2. Kenergy shall execute the CFC loan documents as authorized herein.

3. Kenergy shall comply with all matters set out in Findings 3 through 6 as if

they were individually so ordered.

4. Any documents filed in the future pursuant to Findings 3 and 4 herein shall

reference this case number and shall be retained in the utility's general correspondence

file.

Nothing contained herein shall be deemed a warranty or finding of value of

securities or financing authorized herein on the part of the Commonwealth of Kentucky

or any agency thereof.

By the Commission

ATTE

Exedlrave Ufl/ector

ENTERED

AUG 11 2015

KENTUCKY PUBLIC
SERVICE COMMISSION

Case No. 2015-00191



*J. Christopher Hopgood
Dorsey, Gray, Norment & Hopgood
318 Second Street

Henderson, KENTUCKY 42420

'Kenergy Corp.
6402 Old Corydon Road
P. 0. Box 18

Henderson, KY 42419

*Steve Thompson
Vice President Finance

Kenergy Corp.
P.O. Box 1389

Owensboro, KENTUCKY 42302

'Denotes Served by Email Service List for Case 2015-00191
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September 9, 2015

National Rural Utilities Cooperative Finance Corporation
20701 Cooperative Way
Dulles, Virginia 20166
Attn: General Counsel

Re: KENERGY CORP.

Loan Designation KY065-A-9014

Dear Madam:

I am counsel for KENERGY CORP., a corporation organized under the laws of the
Commonwealth of Kentucky ("Borrower"), and render this opinion to you in connection with the
loan of $27,814,894.33, provided for in the Loan Agreement, dated as of September 8, 2015,
made by and between the Borrower and National Rural Utilities Cooperative Finance Corporation
("CFC") (the "Loan Agreement").

I have examined such corporate records and proceedings of the Borrower, and such other
documents as I have deemed necessary as a basis forthe opinions hereinafter expressed.

I have also examined the following documents as executed and delivered:

(1) the Loan Agreement;

(2) the Secured Promissory Note ("Note"), dated as of September 8, 2015, in the principal
amount of $27,814,894.33, said Note payable to the order of CFC;

(3) the Restated Mortgage and Security Agreement, dated as of July 1, 2003, made by
and among the Borrower, the United States of America, CoBank, ACB and CFC as it may have
been supplemented, amended, consolidated or restated from time to time ("Mortgage"); and

(4) a UCC-1 Financing Statement as authorized by the Borrower and filed as described
herein ("Financing Statement").

The Loan Agreement, the Note and the Mortgage are collectively referred to herein as the
"Loan Documents."

I have also examined the records and files of all offices in which there might be recorded, filed or
indexed evidence of the Borrower's title, and any liens of any nature whatsoever affecting the title.
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to any real or personal property of the Borrower, other than easements or rights of way relating to
the electric lines of the Borrower.

I have supervised, examined, or caused to be examined by competent and trustworthy persons,
(i) the recordation of the Mortgages as mortgages of real property in the counties of Breckinridge,
Hancock, Ohio, Daviess, McLean, Henderson, Union, Webster, Hopkins, Crittenden, Lyon,
Caldwell, Muhlenberg and Livingston, in the State of Kentucky; and (ii) the filing of the Financing
Statement with the Secretary of State of the Commonwealth of Kentuckv and in such other
locations necessary to provide CFC with a perfected lien on all of Borrower's Mortgaged Property
(as defined in the Mortgage) to the extent set forth below. All taxes, recording and filing fees
required to be paid in connection with the recording of the Mortgage and the filing of the Financing
Statement have been paid.

Based upon the foregoing, I am of the opinion that:

(i) the Borrower is a duly organized, validly existing corporation and in good standing
under the laws of the jurisdiction of its organization, and the Borrower has full corporate power (a)
to execute and deliver the Loan Documents; (b) to perform all acts required to be done by it under
the Loan Documents; and (c) to own, operate and maintain its properties and operate its business
as conducted at the date of this opinion;

(ii) to the extent reasonably required for the maintenance and operation of its
properties and business taken as a whole, the Borrower has complied with all requirements of the
laws of all states in which it operates or does business and, to the extent reasonably required to
enable the Borrower to engage in the business currently transacted by it, the Borrower holds all
certificates, licenses, consents or approvals of governmental authorities required to be obtained
on or prior to the date of this opinion;

(iii) the Loan Documents have been duly authorized, executed and delivered by the
Borrower to CFC and constitute the valid and binding obligations of the Borrower, enforceable
against the Borrower in accordance with their respective terms, provided, however, that: (A)
enforceability may be limited by bankruptcy, insolvency or other similar laws of general application
relating to or affecting the enforcement of creditors' rights; and (B) applicable law may limit or
impose conditions upon the exercise of certain remedies included in the Loan Documents, but
such limitations or conditions will not affect the validity of the Loan Documents, each of which
contains adequate enforceable provisions for the practical realization of the substantive benefits
purported to be afforded thereby;

(iv) the execution, delivery and performance by the Borrower of the Loan Documents,
and the transactions contemplated thereby will not violate any provision of law, the articles of
incorporation, or bylaws of the Borrower, or result in the breach of, or constitute a default under,
any agreement, indenture or other instrument to which the Borrower is a party, or by which it may
be bound, known to the undersigned;

v) all authorizations from regulatory bodies required in connection with the execution,
delivery and performance of the Loan Documents, including, without limitation, the Federal Energy
Regulatory Commission and/or the state public utility commission, if applicable, have been
obtained and copies thereof are attached hereto;

(vi) I know of no legal proceedings pending or threatened against or affecting the
Borrower or its property which, if adversely determined, would have a material adverse dffect
upon the business, operations or financial condition of the Borrower; and
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(vii) the Mortgage and Financing Statement create a validly recorded, filed and
perfected lien on, and security interest in, all of Borrower's real and personal property, including,
without limitation, all such property of the Borrower acquired after the date of execution of the
Mortgage, securing Borrower's obligations under the Note and the Loan Agreement subject and
subordinate only to those liens and encumbrances expressly permitted by the Mortgage;'̂ ^ and

Although the parties have agreed that the Loan Agreement and the Note shall be govemed by
and construed in accordance with the iaws of the Commonwealth of Virginia, if a court were to
hold that the Loan Agreement is to be govemed by and construed in accordance with the laws of
the Commonwealth of Kentucky, the Loan Agreement and the Note would under the laws of the
Commonwealth of Kentucky, be legal, valid and binding obligations of the Borrower enforceable
against the Borrower in accordance with their respective terms, subject as to enforceability only to
those qualifications referenced in proviso (iii), above.

Sincerely,

DORSEY, GRAY, NORMENT & HOPGOOD

By

j. Christopher Hopgood
Counsel for Kenergy Corp.

JCH/cds



P.O. Box 18 ♦ 6402 Old Corydon Road
Henderson, Kentucky 42419-0018

(270) 826-3991 ♦ FAX (270) 826-3999
(800) 844-4832

National Rural Utilities Cooperative Finance Corporation
20701 Cooperative Way
Dulles, Virginia 20166

CoBank

5500 South Quebec Street

Greenwood Village, Colorado 80111
Attention: Communications and Energy Banking Group

Rural Utilities Service

United States Department of Agriculture
Washington, DC 20250-1500

Date: September 8, 2015

Re: Notice of Refinancing or Refunding Notes

Ladies and Gentlemen:

This correspondence serves as notice to you under Section 2.02 of that certain Restated
Mortgage and Security Agreement, dated as of July 1, 2003, among KENERGY CORP. (the
"Cooperative"), National Rural Utilities Cooperative Finance Corporation ("CFC"), CoBank, ACB
and the United States of America, acting through the Administrator of the Rural Utilities Service
("RUS") (the "Mortgage"). You are hereby notified that the Cooperative intends to refinance
certain of its indebtedness with RUS and in connection therewith, will issue Additional Notes to
CFC under and as defined in the Mortgage, in an amount not to exceed the lesser of
$27,814,894.33 and 105% of the then outstanding principal balance of the Note or Notes being
refunded or refinanced. Under the terms of the Mortgage, these Notes will, upon issuance, be
secured equally and ratably with all other Notes under the Mortgage.

Very truly yours,

BORROWER

KENERGY CORP.

By:

Robert S. White

Board Chairman

A Touchstone Energy® Partner



CERTIFICATE OF RESOLUTIONS AND INCUMBENCY

I, BRENT WIGGINTON, do hereby certify that (i) I am the Secretary of KENERGY
CORP. (hereinafter calied the "Cooperative"); (ii) the following are true and correct copies
of resolutions duly adopted by the board of direotors of the Cooperative at a meeting
held on August 11, 2015;(iii) the meeting was duly and
regularly oalled and held in accordance with the articies and bylaws of the
Cooperative; (iv) the Cooperative is duly incorporated, validly existing and in good
standing under the laws of the state of its incorporation and there is no pending or
contemplated proceeding for the merger, consolidation, sale of assets or business or
dissolution of the Cooperative; (v) forms of the loan documents were submitted to the
meeting and were authorized by the board of directors to be executed; (vi) none of the
following resolutions has been rescinded or modified as of this date; and (vii) the persons
authorized below have been duly elected or appointed to their respective positions and
occupied such positions on the date of actual execution of the loan documents;

RESOLVED, that the Cooperative borrow from National Rural Utilities Cooperative
Finance Corporation ("CFC°), from time to time as determined by the persons
designated by the board of directors of the Cooperative, an aggregate amount not to
exceed $27,814,894.33, as set forth in the loan agreement with CFC governing such
loan, substantially in the form of the loan agreement presented to this meeting (the
"Loan Agreement");

RESOLVED, that the proceeds of this loan be used to refinance certain of the
Cooperative's existing indebtedness with its other lenders;

RESOLVED, that the individuals listed below are hereby authorized to execute and
deliver to CFC the following documents:

(a) as many counterparts as shall be deemed advisable of the Loan Agreement;

(b) one or more secured promissory notes payable to the order of CFC, which in
the aggregate shall not exceed the principal amount of $27,814,894.33,
substantially in the form of the note(s) presented to this meeting; and

(c) if required by CFC, an amended, restated or supplemental mortgage, security
agreement and financing statement with CFC and the United States of America
as mortgagees for purposes of securing the loan provided for herein, in such
form as the individuais authorized herein may negotiate with CFC.



RESOLVED, that each of the following individuals is hereby authorized in the name and
on behalf of the Cooperative to execute and to deliver all such other documents and
instruments as may be necessary or appropriate, to make all payments, to execute any
future amendments to said Loan Agreement as such individual may deem appropriate
within the amount of the promissory notes so authorized herein and to do all such other
acts as in the opinion of such authorized individual acting may be necessary or
appropriate in order to carry out the purposes and intent of the foregoing resolutions:

Title or Office Name (tvped or printed)

Chairman Robert S. White

Vice Chairman William H. Reid

Secretary-Treasurer Brent Wigginton

IN WITNESS WHEREOF, I have hereunto set my hand and affixed the seal of the
Cooperative this o'^dav of September, 2015.



SECURED PROMISSORY NOTE

$27,814,894.33 dated as of September 8, 2015

KENERGY CORP., a Kentucky corporation (the "Bonower^, for value received, hereby
promises to pay, without setoff, deduction, recoupment orcounterclaim, totheorder ofNATIONAL
RURAL UTILmES COOPERATIVE FINANCE CORPORATION (the "Payee"), at its office in
Dulles, Virginia or such other location as the Payee may designate to the Bomower, in lawful
money ofthe United States, the principal sum ofTWENTY SEVEN MILLION EIGHT HUNDRED
FOURTEEN THOUSAND EIGHT HUNDRED NINETY FOUR AND 33/100 U.S.DOLLARS
($27,814,894.33), orsuch lesser sum of the aggregate unpaid principal amount of all advances
made by the Payee pursuant to that certain Loan Agreement dated as of even date herewith
between the Borrower and the Payee, as it may be amended from time to time (herein called
the Loan Agreement"), and to pay Interest on all amounts remaining unpaid hereunder from the
date of each advance in like money, at said office, at the rate and in amounts and payable on
the dates provided in the Loan Agreement together with any other amount payatde under the
Loan Agreement. If not sooner paid, any balance ofthe principal amount and interest accrued
thereon shall be due and payable twenty three (23) years and six (6) months from the date of
the Loan Agreement (such date herein called the "Maturity Date") provided, however, that if
such date is not a Payment Date (as defined in the Loan Agreement), then the Maturity Date
shall t)e the Payment Date immediately preceding such date.

This Note is secured under a Restated Mortgage and Security Agreement, dated as of
July 1, 2003, among the Borrower, the Payee, CoBank, ACB and the United States of America, as
itmay have been or shall be supplemented, amended, consolidated or restated from time to time
("Mortage"). This Note is one ofthe Notes referred to in, and has been executed and delivered
pursuant to, the Loan Agreement

The prindpal hereof and interest accrued thereon and any otheramount due under the
Loan Agreement may be declared to be forthwith due and payatile in the manner, upon the
conditions, andwith theeffect provided in the Mortgage orthe Loan Agreement

The Borrower waives demand, presentment for payment, notice of dishonor, protest,
notice of protest, and notice of non-paymentof this Note.

IN WITNESS WHEREOF the Borrower has caused this Note to besigned in its corporate
name and its corporate seal to be hereunto affixed and to be attested by its duly authori2Bd
officers, an as of the day and year first above written.

KENERGY CORP.

(SEAL) By:
Name: Robert S. White
Title: Board Chairman

Secre

Loan No. KY065-A-9014

CFONOTE

KYD65-A«)14{SHANrrOC)
20084&2



LOAN AGREEMENT

LOAN AGREEMENT (this "Agreemenf) dated as of September 8. 2015 between
KENERGY CORP. ("Borrowej'), a corponation organized and existing under the laws of the
ComtTwnweaith of Kentucky and NATIONAL RURAL UTILITIES COOPERATIVE FINANCE
CORPORATION ("CFC"), a cooperative association organized and existing under the laws of the
District of Columbia.

RECITALS

WHEREAS, the Borrower has applied to CFC for a loan or a series of loans for the
purpose ofrefinancing certain ofits existing indebtedness, as more fully described onSchedule
1 hereto, and CFC is willing to make such a loan to the Borrower on the terms and conditions
stated herein; and

WHEREAS, the Borrower has agreed to execute one or more secured promissory notes
to evidence an indebtedness in the aggregate principal amount of the CFC Commitment (as
hereinafter defined).

NOW, THEREFORE, for and in consideration ofthe premises and the mutual covenants
hereinafter contained, the parties hereto agree and bind themselves as follows;

ARTICLE 1

DEFINITIONS

S^on 1.01 For purposes ofthis Agreement, the following capitalized terms shall have
the following meanings (such definitions to be equally applicable to the singular and the plural
form thereof). Capitalized terms that are not defined herein shall have the meanings as setforth
in the Mortgage.

"Accounting Requirements" shall mean any system of accounts prescribed by a
federal regulatory authority having jurisdiction over the Borrower (including but not limited to
that prescritied by the financial and statistical report required by RUS, commonly known as the
"RUS Form T), or in the absence thereof, the requirements ofGAAF applicable to businesses
simflar to that of the Borrower.

"Advance" shall mean each advance offunds by CFC to the Borrower pursuant tothe
terms and conditions of this Agreement.

"Amortization Basis Date" shall mean the first calendar day of the month fciUowing the
end of the Bflling Cyde in which the Advance occurs, provided, however, that if the Advance is
made on the first day of a BDIing Cyde, and such day is a Business Day, then the Amortization
Basis Date shaO be the date of the Advance.

"Ayeraga DSC Ratio" shaD mean the average of the Borrower's two highest annual DSC
Ratios during the most recentthree calendar years.

Billing Cycle" shall mean any 3-month period ending on, and induding a Payment
Date.

CFCLOANAG

KY065A«)t4{SHANNOC)
200844-2



"Business Day" shall mean any day that both CFC and the depository institution CFC
utilizes for funds transfers hereunder are open for business.

"CFC Commitment" shall have the meaning ascribed to it in Schedule 1.

"CFC Fixed Rate" shall mean (i) such fixed rate as is then available for loans similarly
classified pursuant to CFC's policies and procedures then in effect, or (ii) suchother fixed rate
as may be agreed to bythe parties and reflected on the written requisition forfunds in the form
attached as Exhibit A hereto.

"CFC Fbced Rate Term" shall mean the specific period of time that a CFC Fixed Rate is
in effect for an Advance.

"CFC Variable Rate" shall mean (i) the rate established by CFC for variatile interest
rate long-term loans similarly classified pursuant tothe long-term loan programs established by
CFC from time to time, or (Ii) such other variable rate as may be agreed to by theparties onthe
written requisition for funds in the form attached as Exhibit A hereto.

"CoBank" shall mean CoBank, ACB, a federally chartered instrumentality of the United
States.

"Conversion Request" shall mean a written request to CFC from any duly authorized
officer or other employee of the Borrower requesting an interest rate conversion available
pursuant to the terms of this Agreement.

"Debt Service Coverage ("DSC") Ratio" shall mean the ratio determined as follows: for
any calendar year add (i) Operating Margins, (ii) Non-Operating Margins-interest, (IH) Interest
Expense, Ov) Depreciation and Amortization Expense, and (v) cash received in respect of
generation and transmission and other capital credits, and divide the sum so obtained by thesum
ofall payments ofPrincipal and interest Bqjense required to be made during such calerrdar year;
provided, however, that in the event that any amount of Long-Term Debt has been refinanced
during such year, the payments of Principal and interest Expense required to be made during
such year on account of such refinanced amount of Long-Temi Debt shall be based (fri lieu of
actual payments required to be made on such refinanced amount of Long-Term Debt) upon the
laiger of (i) an armu^ization of the payments required to be made with respect to ffie refinancing
debt during the portion of such year such refinancing debt is outstanding or (ii) the payment of
Principal and Interest Expense required to be made during the following yearon account ofsuch
refinancing debt

"Default Rate" shall mean a rate per annum equal to the interest rate in effect for an
Advance plus two hundred (200) basis points.

"Depreciation and Amortization Expense" shall mean an amount constituting the
depreciation and amortization oftheBorrower computed pursuant to Accountir^ Requirements.

"Distributions" shall mean, with respect totheBorrower, anydividend, patronage refund,
patiunage capital retirement or cash distribution to its members, orconsumers (including but not
limited to any general cancellation or abatement of charges for electric energy or services
furnished by the Borrower). The term T)istribution" shall not include (a) a distiibution by the

CFCLOANAG
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